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KEY ECONOMIC INDICATORS: GREECE 


All values in millions of drachmas 
unless otherwise states 


. % chai 
: : : : 1975 over:'76 over 
ITEM : 1974 : 1975 : 1976 : 1974 : same pd. 
: : : : : of °75 


INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices a! 535,270b/ 615,025c/ 701,000c/ +14 


GNP at Constant (1970) 

Prices a/ 333,068b/ 342,394c/ 356,000c/ +4 
Per Capita GNP, current pr. (drs)59,726b/ 68,336c/ 77,000c/ 
Gross Fixed Inv. (1970 prices) 74,140b/ 74,200c/ n.a. ~ 
Consumption (1970 prices) 302,615b/ 320,167c/ n.a. ~ 
Ind'l Productien (1970100) 144.2 150.6 143.9d/ +7 
Avg. Industrial Wage (1966=100) 242 292 c/ 350 c/ 
Umemployment Rate (non-agric.) 3% 3%c/ 3%c/ - 


MONEY AND PRICES ) 

Drachma Parity $1 = (drs.) 30 32 35.5e/ 
Money Supply (End of year) 111,474 130,194 120,143d/ 
Public Debt Outstanding 

(mil. $) 3,852 4,740c/ n.a. 
External Debt (mil. $) 4,530 5 ,600c/ n.a. 
External Debt Servicing as % 

of Current Account Receipts 13.5% 15.5% n.a. 
Rediscount Rate Bank of Greece 

(10% since 10/75) 8 10 10 
Consumer Price Index (1974=100) 100 113.4 123.6e/ 
Wholesale Pr. Index (1961-100) 228.2 243.8 261.3d/ 


BALANCE OF PAYMENTS AND TRADE 
($million) 
Imports f/ 4,659 4,882 
Exports f/ 1,774 1,959 
Trade deficit f/ -2,885 -2,923 
Net Invisibles f/ 1,646 1,907 1 
Current Acct. deficit f/ -1,016h/ 1 
Gold & For.Exch. Reserves 911 ne change c/ + 
Exports, FOB-US share g/ 5.1 n.a. 
Imports CIF-US share 3/ n.a. 
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Main Imports from US (1975). Feed and Foodstuffs drs. 4,949; machinery and transport 
equipment drs. 2,855; other manufactured goods drs. 1,620; chemicals drs. 1,047; raw 
materials drs. 1,319. 


Footnotes: 


a/ GNP at factor cost b/ Preliminary c/ Estimate d/ January 1976 e/ Avg. January- 
March 1976 f/ Foreign exchange data g/ Customs data h/ An additional minus $220 
million was recorded in errors and omissions 


Sources: Bank of Greece and other agencies. 





SUMMARY 


The economy showed definite signs of improvement during the second 
half of 1975, with a gradual but significant pick-up in the secondary 
and tertiary sectors. Fiscal and credit policy continues moderately 
expansionary in 1976, and officials predict four percent real GNP growth. 
Although a few major new investment projects were recently announced, 
this sector eentinues to lag; its revival will be essential for achieve- 
ment of the ambitious growth and restructuring goals of the government's 
1976-80 Five-Year Plan. Inflation remains at an uncomfortably high level 
(the Consumer Price Index increased 15 percent during 1975), but the 
rate of increase has stabilized, and official forecasts are for a 10 to 
12 percent rate in 1976. 


The balance of payments currently appears to be Greece's most 
serious medium-range economic problem. Greece had to resort to official 
borrowing of $635 million in 1975 to maintain reserves at a level barely 
above two months imports, and a similar magnitude of borrowing is likely 
in 1976. The government plans a substantial amelioration by 1980 through 
stimulation of exports and import substitution. In order to assist 
Greece during the adjustment period, and to demonstrate support for the 
return of Greek democracy, the US Government is proposing te Congress 
a four-year $700 million economic and military assistance package, which 
is in addition to anticipated substantial Export-Import Bank and Conm- 
modity Credit Corperation financing. 


In February, the European Community accepted in principle the 
Greek application for early accession. Negotiations will commence this 
year, and full membership (followed by a five-year transition period) 
may be achieved by 1979-80. In the meantime, discussions continue 
on agricultural harmonization and EC financial assistance, which will 
reach significant amounts in the next few years. 


US exports to Greece during 1975 reached $400 million, nine percent 
of total Greek imports. A higher level of economic activity in 1976 
offers improved sales opportunities, and future prospects are excellent 
as Greece accelerates its economic modernization. Fields of particular 
potential include mining, energy, petrochemicals, aviation, and tourism, 
The Export-Import Bank contributes to the competitiveness of US products 
in Greece through various financing programs. Interest by US firms 
in exhibiting in the Bicentennial Pavilion at this September's Thessaloniki 
International Fair is at a high level. 


Greek government policy emphasizes the needed contribution of 
foreign capital, technology, and management expertise for the restructur- 
ing of the Greek economy. The Overseas Private Investment Corporation, 
which assists US firms through investment insurance, is currently plan- 
ning an Investment Mission of high-level executives later this year 
to explore investment opportunities. 
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A. CURRENT ECONOMIC SITUATION AND TRENDS 


1. Economy Takes Modest Upturn in '75, Stronger Growth Foreseen 
for '76 


The economy showed definite signs of improvement in the second 
half of 1975. Real GNP growth for the year reached almost three percent 
according to preliminary figures. Secondary production increased four 
percent (against a drop of 10 percent in 1974), with a gradual but reasonably 
steady pick-up in manufacturing and significant improvement in construction 
activity. Services, which account for roughly half of GNP, grew by three 
percent, with public services, transportation/communications and tourism 
particularly strong. Agriculture enjoyed its second relatively good year 
in a row, but output was up only one percent over the high 1974 level. 


The investment sector, which is of crucial importance to the govern- 
ment's development plans, continees to lag. Several large mineral sector 
projects (alumina, nickel and magnesite) are now under way, and these may 
augur a more general investment revival (see section B.3). 


In 1976, the government seeks to nurture the trend toward economic 


recovery with a moderately expansionary fiscal and credit policy, aiming 


at a real GNP growth of about four percent. Regular budget revenues 
and expenditures will be balanced at 172 billiom drachmas, a 24 percent 


increase and the public investment budget, which is almost entirely 
deficit financed, will increase 25 percent to 41 billion drachmas. The 
overall deficit will reach almost seven percent of GNP in 1976. Growth 
of currency in circulation will be held to 12 percent to avoid undue 
inflationary impact, but the government believes liquidity will be suf- 
ficient to support desired growth levels. 


In the medium term, the Five-Year Plan projects average annual growth 
of six to seven percent over the last half of the decade. The Plan, which 
is currently under preparation, will provide guidelines for the restruc- 
turing and modernization of the Greek economy with the aim of estabiish- 
ing a firm basis for future growth and for successful accession to the 
European Community (see section A.3). The Plan calls for an anaual 
nine to ten percent increase in industrial production. A special emphasis 
is placed on the rapid development of exports and import substitution (e.g., 
local energy resources), and higher value added in secondary production. 

The minimum annual increase in gross fixed asset formation necessary to 
support these goals is estimated at 10 percent. 


Inflation remains a problem - the Consumer Price Index increased 
15 percent in 1975 - but is under control, and the government predicts a 
lower rate of increase (10 to 12 percent) this year. A special new price 
and incomes advisory committee is focusing on inflation and wage levels, 
and a separate agency is scrutinizing import prices, which have a 
significant effect on the local cost of living, to ensure that they con- 
form to internationally accepted levels. 
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2. Balance of Payments: Serious But Manageable Problem 


The perennial trade deficit, a not unusual phenomenon in a country 
at Greece's stage of development, is exacerbated by increased import prices 
(particularly oil), by a large-scale military modernization program, and by 
an increasing, but still tolerable debt service obligation. According to 
preliminary 1975 data, imports increased five percent, but actually fell 
in volume. The government's prégram to encourage import substitution 
probably is having some effect, particularly through the use of local 
resources in electricity production instead of imported oil. However, 
improved economic conditions in 1976 will further boost import demand. 
Exports rose by 10 percent in value (seven percent by volume), in 1975, 
an unspectacular rate which government officials hope will increase sub- 
stantially in 1976 with the expected strengthening of western economies 
generally, and the effect of the significant de facto devaluation since 
the floating of the drachma in March, 1975. 


Invisibles provided the brightest spot in the 1975 balance of 
payments, with net receipts up 16 percent. Tourist earnings jumped an 
impressive 40 percent; emigrant remittances increased 16 percent; and 
shipping receipts, at $854 million the single largest category, declined 
only two percent--a respectable showing given the world-wide shipping 
slump. Greek officials foresee another healthy rise in net invisible 
earnings in 1976, particularly due to tourism--some projections of gross 
tourist receipts are as high as $900 million. 


Published statistics for 1975 show a current account deficit of 
one billion dollars. However, an abnormally high errors and omissions 
figure of $220 million brought the gap to be financed by the capital 
account to over $1.2 billion. Net capital inflow increased 20 percent 
over 1974. Private inflows of nearly a billion dollars (before amertization) 
were heavily concentrated in suppliers credits, shipping-related deposits, 
etc., rather than business investment. The government resorted to gross 
official borrowing of $635 million, 30 percent more than in 1974, to main- 
tain reserves at slightly over the level required for two-months imports. 


In 1976, higher invisible receipts should help offset an in- 
creased trade deficit, with a current account defic't of about $1.2 billion 
and official borrowing similar to 1975. In the longer run, the planned 
structural reforms, particularly the development of exports and import 
substitution, should effect a significant amelioration of the balance 
of payments problem by the end of the decade. 


In light of Greece's balance of payments problem, and as a tangible 
demonstration of US support to the Greek Government in stabilizing re- 
established democratic institutions, Congress is at this writing consid- 
ering a $225 million security assistance program for FY 1976. The Com- 
modity Credit Corporation is also making available $45 million this fiscal 
year to finance grain purchases from the US. A proposal for an additional 

four-year $700 million economic and military assistance package will be 
submitted to Congress in the near future. 
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3. Greece Prepares for Membership in the European Community 


Greece applied for early full membership in the European Community 
last June, and in February the EC Council of Ministers accepted in principle 
the application. After a negotiating mandate is approved by the Council 
of Ministers, Greek officials believe that serious negotiations wili be- 
gin this fall. The pace and results of the negotiations will determine the 
date of accession, but many Greeks believe that 1979-80 is a realistic 
target. 


In the meantime, talks on agricultural harmonization and on 
financial assistance from the European Investment Bank @robably about $400 
million over five years) continue. As a full member Greece will be 
eligible for substantially larger assistance from the Bank and other EC 
agencies, e.g., regional, social and agricultural funds. Greek Govern- 
ment officials acknowledge in public statements that the adjustment process 
will pose some difficult challenges, but express optimism over Greece's 
resourcefulness, adaptability, and will to succeed. Achievement of the 
growth and restructuring goals of the Five-Year Plan will assist Greece's 
efforts to become a competitive full member of the Community. 


B. IMPLICATIONS FOR THE UNITED STATES 


1. Greece Offers Growing Market for Wide Range of US Products 


US exports to Greece during 1975 increased five percent over 1974 


to $400 million, nine percent of total Greek imports.* Feed and foodstuff 
sales dropped 14 percent but still totalled $155 million. Machinery 
accounted for sales of $72 million (up 33 percent), raw materials almost 
doubled to $41 million (textile fibers and paper products were the largest 
items), chemicals reached $33 million, and other manufactured goods were 
$51 million. 


A higher level of economic activity in 1976 should offer improved 
sales opportunities for US products, and medium-and long-range prospects 
are excellent as the government's restructuring effort commences. Energetic 
salesmanship and competitive financing, combined with the reputation for 
quality which American goods enjoy, should counterbalance the progressive 
reduction in Greek tariffs on Common Market products provided for in 
Greece's Association Agreement. A visit to Athens last November by a high- 
level Export Import Bank team highlighted Eximbank's broadened and respon- 
sive program for financing US exports to Greece, thus promoting US sales 
and Greek development simultaneously. The presence of US branch banks 


* All statistics in section B.1 are based on customs data and percentages 
are calculated on drachma values. The US percentage of the market is based 
on customs data excluding ships, which, because of their size and infrequency, 
have an irregular, distorting effect. 





in Greece's three main commercial centers--Athens, Piraeus, and Thess- 
aloniki--can facilitate efforts of US firms to enter and develop Greek 
markets. The annual Thessaloniki International Fair offers a good oppor- 
tunity to promote US products in Greece and the general region, and inter- 
est by US firms in exhibiting in the US Bicentennial Pavilion this Sep- 
tember is at a high level. 


Greek exports to the United States during 1975 rose by two per- 
cent over 1974 to $120 million, or five percent of total Greek exports. 


Tobacco, manufactured goods and raw materials were the main Greek exports 
during 1975, with shoes the single largest category. Despite its trade 
deficit Greece enjoys an annual current account surplus with the US of 
over $500 million--due to net receipts in the shipping, tourist and 
emigrant accounts. 


2. Areas of Special Interest for US Suppliers 


The Greek Government and its agencies are potential purchasers 
each year of significant amounts of equipment and supplies which are ob- 
tained through international tenders. The 1976 program has not yet been 
completed, but last year's totaled $225 million, excluding agricuitura: 
and most petroleum products. A sizable increase in the government's public 
investment budget (25 percent over 1975), an anticipated upswing in public 
enterprise investment, ard significant new IBRD support for infrastructure 
projects signal business opportunities for overseas suppliers. 


Implementation of the $150 million Hellenic Aerospace Industry 
and the Mornos River project continue. The proposed new capital area air- 
port, the Athens wastewater disposal project, and Thessaloniki port develop- 
ment are other major projects at various stages of preparation. In the 
transportation sector, Olympic Airways has announced that it will pur: 
chase four Boeing 737s, and may later acquire a fifth 737, a wide-bodied 
aircraft, and a computerized reservation system. The Hellenic Railways 
Organization is contemplating a major electrification project. Environ- 
mental protection is an area of increasing concern, and legislation for a 
new government agency to develop and administer pollution guidelines is 
pending; thig could open up new opportunities for alert foreign suppliers, 


The government has stressed the need to promote the greater utili- 
zation of Greece's mineral and energy resources, both to foster growth 
and ameliorate the balance of payments situation. US concerns are al- 
ready involved as suppliers or consultants in major new alumina, nickel, 
and magnesite projects. The energy sector and related fields such as 
petrochemicals and fertilizers are particularly important, as the govern- 
ment attempts to expedite the tapping of local lignite and hydro resources 
and the Thassos gas and oil strikes move towards the exploitation stage, 


Recent Department of Commerce-sponsored port/shipyard and 
hospital/medical equipment trade missions confirmed the existence 
of a significant market for US products in these areas. A recent informal 
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survey has established a growing market for food processing and packaging 
equipment, and the recent surge of overseas visitors should create further 


new opportunities in the tourist/catering/hotel ecuipment sector. 


3. Government Hopes to Encourage Pick-Up in Lagging Investment Sector 


The continued lag in investment, both domestic and foreign, remains 
a major government concern. Unsettled international circumstances, both 
economic and political, have undoubtedly contributed to some degree to the 
slump. A recent statement by a spokesman for the Federation of Greek 
Industries reflects fears in some auarters of government interference in 
the private sector, as well as concern over indecisiveness and administra 
tive delays. The government is apparently determined to effect a greater 
degree of control over economic forces to insure the structural reform and 
industrial development essential for successful accession to the EC and for 
continued economic growth and stability. However, government officials, 
who have frequently stressed the importance of the private sector, main- 
tain that economic policy will be balanced, avoiding the extremes of 
laissez-faire and socialism. The recent announcement of several major 


new investments seems to reflect some improvement in the domestic invest- 
ment climate. 


Greek policy makers acknowledge the importance of foreign invest- 
ment, technology, and management know-how, and have publicly stressed 
their interest in attracting mutually beneficial foreign investment. 

They believe that Greece's proximity to Middle Eastern and Balkan markets, 


a relatively cheap and reliable labor force, and prospective membership 

in the EC will act as incentives to foreign investment as international 
conditions improve. In order to facilitate private investment, the 

government has streamlined the investment application process, with 

authority centralized in the Ministry of Coordination. The government 

has also sponsored the formation of a banking consortium designed to stimulate 
and channel domestic and foreign investment into priority areas, particularly 
into mining and petrochemicals, The Overseas Private Investment Corporation 
has an active insurance program for firms interested in investing in 

Greece, and currently is planning an Investment Mission of high-level 
executives later this year to explore investment opportunities, especially 

in petrochemicals, fertilizers, minerals and agricultural/industrial complexes. 


A significant number of business firms which had been situated in 


Beirut have moved or are considering moving their regional headauarters 
to Athens under Law 89, underscoring Athens' potential as a business and 
finance center of the eastern Mediterranean. 
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